The Lower Chuwrchil Hydro-Development

The Churchill River in
Labrador is recognized as a
significant supply of renew-
able energy that has yet to be
fully developed. Two poten-
tial sites, Gull Island and
Muskrat Falls, are located
dovwnstream  from the exist-
ing 5428 megawatt facility
at Churchill Falls. Gull
Island, the larger and more
economically attractive of the
two, has the podential to pro-
vide an estimated 11.9 mil-
lion megawatt hours of clean,
renewable energy annually.
Muskrat Falls' annoal pro-
duction could contribute an
additional 4.8 million megawatt hours of energy. Comparable
production from a coal generation supply would emit almeost
15 megatonnes of carbon dioxide annually.

On August 1, 2002, the Premiers of Newfoundland and
Labrador and Québec jointly announced that their respective
governments had reached a consensus on the principles to
guide formal negotiations for development of the Gull Island
project. Negotiations between the Governments of
Newfoundland and Labrador and Québec continued through-
out the fall. On a concurrent basis, negotiations Were Ongoing
with the Innu Nation on an impact and benefits agreement
related 1o the Gull Island development. Significant progress
was made in both sets of negotiations, however, final agree-
ments have not vet been reached.

On December 16, 2002 the Government of Canada ratified the
Kyoto Protocol. The federal government is now in the process
of developing climate change policies and engaging in consul-
tations with the provinces on policy implementation to achieve
lower greenhouse gas emissions. The Government of
Newfoundland and Labrador recognizes that development of
new hydroelectric resources in Labrador could contribute to
achieving this national objective.

In the context of the current lack of clarity regarding federal
climate change policies, particularly in relation to new hydro
developments, the Gull Island negotiations with both the
Government of Québec and Innu Nation have been put on
hold. The Governments of Newfoundland and Labrador and

Québec have agreed that a pause in negotiations is necessary

while officials explore the implications of climate change poli-
cies, possible incentives for new hydro development and a
potential role for the federal government in the Lower
Churchill development. This pause in negotiations and the
resulting postponement in project field work is expected to
delay the project release date for up to one year to 2007, The
construction phase is expected 1o take five and a half years and
create several thousand person years of employment.

The Lower Churchill Hydro development has the potential to
provide significant economic and environmental benefits. The
Government of Newfoundland and Labrador remains commit-

ted to the development of this significant energy resource in
Labrador.

Privcipley Agresd to-
Aunghgt 1, 2002

! Development of 8 2000 megawatt Gull Tsland project.

Newfoumdland and Labrador ownersbip of the prodoction and
transrission faciliies in Labrsdor,

4 A long term comiract that reflects fair value and sharing of project
risks, incloding an escalation provision that will reflect chanpes i
value of ebectricity over time,

Electricity produced by the project sold to Hydro Québer with
necall nghts to Mewfoundlend and Labeador

b Muximizieg the econontic and emploviment benefies for both
Newfoundiasnd and Labrador and Qudbec.,

4 Mesmnghal partnership with the Insu in the development.

Developmen in &0 environmenially sepsitve manner
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